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Mi-. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

925-929 North Main Street 
Post Office Box 9 10 
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O C T  2 4: 2011 

PUBLIC; SERVICE co M M IS S I ON 

RE: Case No. 201 1-00096 
Application of South Kentucky Rural Electric Cooperative Corporation, for 
an Adjustment of Rates 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies of the responses to the Commission’s 
Order “Third Data Request of the Commission Staff to South Kentucky Rural Electric 
Cooperative Corporation’’ dated September 23,201 1. 

Please contact me at (606) 523-1370 or Allen Anderson at (606) 678-4121 with any 
questions regarding this filing. 

Respecthlly submitted, 

Darrell Saunders 
Counsel for South Kentucky Rural Electric Cooperative Corporation 

&closure 

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997 

http://www.sl<lvcc.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of adjustment of Rates Of 

South Kentucky Rural Electric Cooperative 

Corporation Case No. 2011-00096 

APPLICANT’S RESPONSES TO 

THIRD DATA REQUEST OF COMMISSION STAFF 

The applicant, South Kentucky Rural Electric Cooperative Corporation, makes the 

following responses to the “Third Data Request of Coinmission Staff’, as follows: 

1 .  The witnesses who are prepared to answer questions concerning each request are Allen 

Anderson, Stephen Johnson, and Jim Adltins. 

2. Allen Anderson, President and CEO of South Kentucky Rural Electric Cooperative 

Corporation is the person supervising the preparation of the responses on behalf of the 

app 1 ican t . 
3. The responses and Exhibits are attached hereto and incorporated by reference herein. 

Darrell Saunders, Attorney at Law 
P.O. Box 1324 
Corbin, Kentucky 40702 
Attorney for South ICentucky Rural Electric Cooperative 
Telephone: 606-523- 1370 



The undersigned, Allen Anderson, as President & CEO of South Kentucky Rural Electric 
Cooperative Corporation, being duly sworn, states that the responses herein are true arid accurate 
to the best of my knowledge and belief formed after reasonable inquiry. 

Dated: October 20,201 1 

SOUTH KENTUCKY RURAL, ELECTRIC COOPERATIVE 

By: 
ALLEN ANDERSON, PRESIDENT & CEO 

Subscribed, sworn to, and acknowledged before me by Allen Anderson, as President & 
CEO for South Kentucky Rural Electric Cooperative Corporation on behalf of said Corporation 
the 20th day of October, 201 1. 

My Commission Expires: / 2- &- 0 )  

CERTIFICATE OF SERVICE 

The undersigned counsel certifies that the foregoing responses have been served upon the 
fol 1 owing : 

Original and Ten Copies 
Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 4060 1 

copy 
Hon. Lawrence W. Cook 
Assistant Attorney General 
I024 Capital Center Drive, Suite 200 
Frankfort, Kentucky 4060 1 

This 20th day of October, 201 1 

ATTORNEY FOR 
SOUTH KENTUCKY RURAL ELECTRIC COOPERATIVE 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

1. Refer to the response to Item 1 of Commission Staffs Second Request for 

Explain what regulatory authority, if any, the state Information (“Staffs Second Request”). 

of Tennessee has over South Kentucky. 

Response Question # 1 

The state of Tennessee has never provided regulatory authority over the 
customers located in Tennessee. 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

2. Refer to the response to Item 2 of Staffs Second Request. The response states 

that South Kentucky published notice in various newspapers in its service territory of the 

proposed rate increase and that its members were informed in May 201 1 in South Kentucky’s 

Annual Report in Kentucky Living magazine of its intent to apply for a rate increase. Further, 

South Kentucky states that a June 201 1 article regarding the proposed rate increase appeared in 

South Kentucky’s section of Kentucky Living magazine. Provide an affidavit of publication from 

the publisher of each publication in which the notice was published indicating the dates of 

publication with an attached copy of the notice that was published. 

Response to Question#2. 

See attached requested information. 
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m s :  Jim Adkins 

1'C) Box 190, 120 WI1,SON S'r , RUSSIBJ, SPRINGS, ICY 42642 
PHONE 270 866 31 9 1 - www.russellcounty net - 270 866 3 198 FAX 

Affidavit of Publication: 

RECC 
925 N Main St 
Somerset ICY 42501 

June 11,18,25,2011 

6~10.75 = $396.90~3 runs= $1 190.70 Russell County News Register 

I hereby affum that the above listed advertisemerit was published in The 
Times Jourrial on the above listed date and at the size indicated. 

/p-uJ /&.u.&L 9-d7- / /  
Date signed 

Notary: 
I attest that the above signature is true and correct. 

I Derek Aaron, &n a Kentucky Notary Public - State out Large, for acts performed in 
Kentucky for recordation in Kentucky; my commission expires: 18 March, 20 1 5 .  

<Page 1 of 1 -- nothing follows> 
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Item No.2 
p 0 BOX 360 0 116 North Washin@t&g&&@f 15 

Wftness : Jim 
Albany, Kentucky 42602-0360 

606-387-5144 / Fax 606-387-7949 
Published Since 1949 BY 

Gibson Printing Co., Inc. gpcompany@kih net / www.clintonnews.net 

TheNews . . . It’s All AboutYou! 

AFFIDAVIT OF PUBLICATION 

I, Janie U. Gibson, Advertising Manager for the Clinton County News, a newspaper published in Albany, 
Clinton County, Kentucky, do hereby affirm that an advertisement titled “Official Notice” regarding retail 
rates and charges, was published in the June 9, 2011, June 16,2011 and the June 23, 2011 issues 

Advertising Manager 
Clinton County News 

I ,  Alan 8 Gibson, a Notary Public, State at Large, Kentucky, do hereby affirm that the above named person 
did personally appear before me on this 30th day of June, 2011, affixing her signature to this document in 
my presence and stating that the above facts were true to the best of her knowledge 

Notary Public 
S?atr: at Large, Ke:itiJcky 

My Cornmission Expires 09/26/12 

http://www.clintonnews.net


South Kentucky Rural Electric Cooperative 
Kentucky, and with its address as 925-929 N. Main St., 
lhe Kentucky Public Service Commission in Case No 2011-00096 an application to adjust its reta 
rates and charges. This Adjustment will result In a general rate increase to the memberconsumers o 
South Kentucky Rural Electric Cooperative Corporation. 

The rates proposed in this application are the rates pmposed by South Kentucky Rural Electric 
Cooperative Corporation. However, the Kentucky Public Service Commission may order rates b bc 
charged that differ from these proposed rates. Such action may result in rates for consumers othe 
than the rates in this application 

he party. Any person who has been granted interven 
ate application and any other filings made by the 
(enlucky Rural Electric Cooperative Corporation, 9 
$06-678-4121. 

Any person may examine the rate application and any other filings made by the utility at fhe office 
)f South Kentucky Rural Electric cooperative Corporation or at the Commission's office. 

South Kentucky RECC 
92.5929 N. Main St 
Somerset, Kentucky 42503 

Kentucky PuMic Service Commission 
211 .%wcirrioutevsrcj 
Frankfort, Kentucky 40602 

606-678-4121 502-564-3940 
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Witness: Jim Adkins 

1, -hii!!Q ‘6 CSSLLL , OF THE 

COMMONWEALTH JOURNAL, A LEGAL NEWSPAPER HOLDING A SECOND- 

CLASS PERMIT, PUBLISHED DAILY EXCEPT FOR MONDAYS IN SOIVIBRSET, 

COUNTY OF PULASKI, COMMONWEALTH OF KENTUCKY DO SkEAR THAT 

THE ATTACHED PROOF OF PUBLICATION OF A 

PAID ADVERTISMENT 

WAS PUBLISHED IN SAID NEWSPAPER IN TEE ISSUE OF 6- I 

FOR WI-IICH THE SUM $ - IS DUE AND PAYABLE. 
L-aa-\l 

SIG 

/ TITLE 

--Y, 
SUBSCRIBED AND SWORN TO BEFORE IWi, A NOTARYPUBLTC FOR THE 

COUNTY OF PULASKI, COMMONWEALTH OF KENTUCKY THIS gA DAY 
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id P 
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Witness: J i m  Aclkins 

Of ths  McCreary County Voice, a weekly newspaper, holding a 
rnailirig permit, published in Whitley City, county of McCreary, 
Commonwealth of Kentucky, do swear and subscribe that the 
attached proof of publication of a legal notice was published i n  

said newspaper in the issue of 

W / W / I  I bV8.S w LdL 

d b  
for which the sum of $3 ‘f2. - __ - 

is due; and payable. 

Sign - 

Subscribed and sworn to before me, a notary public for the County 

9& of McCreary, Cornonwealth of Kentucky this 

day of $k/L/%X, , 2 0  I1  
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Witness: J i m  Adkins 

Of thi: McCreary County Voice, a weekly newspape,r, holding a 
rnailidg pennit, published in Whitley City, county of McCreary, 
Commonwealth of Kentucky, do swear and subscribe, that the 
attached proof of publication of a legal notice was published in  

said newsaaDer in the issue of 

aS 
-. for which the sum of  $ 3 73, - 

is due and payable. 

Subscribed and sworn to before me, a notary public for the County 

of McCreary, Comnnonwealth of Kentucky this %A 

-. My kommission.-expired 3 
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Witness: Jim Adkins 

Of ths McCreary County Voice, a weekly newspaper, holding a 
mailixig permit, published in Whitley City , county of McCreary , 
Cornrnonwealth of Kentucky, do swear and subscribe that the 
attached proof of publication of a legal notice was published in 

said newspaper in the issue of 

25- --- for which the sum of $ 
is due and payable. 

Sign 
/ 

Title: 

Subscribed and sworn to before me, a notary public for the County 

of McCreary, Cornonwealth of Kentucky ths  rL4 23 --- 

day of - ,20-- I I 
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Witness : Jim Adkins 
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Witness: Jim Adkins 

1, Paula Vann 

of The McCreary County Record, a legal newspaper 
holding a second class mailing permit, published 
weekly in Whitley City, county of McCreary, 
Commonwealth of Kentucky, do swear and subscribe 
that the attached proof of publication of a legal 
notice, as required and prescribed by XRS Chapter. .., 

was published in said newspaper in the issue of 

Iune7, 14,21,2011 

204” for which the sum of $ 321.64 

. .  Title: m w i t i  nn 

Subscribed and sworn to before me, a notary public 
for the County of McCreary, Commonwealth of 

Kentucky, this 2 3rd 

My Commission expires Dee. 17, 2012 
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Witness : Jim Adkins 
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Item No. 2 

Witness: Jim 

45 East Columbia Avenue e 0. Box 432 
onticello, KY 42633 e hone (606) 348-3338 0 Fax (606) 348-8848 

Melinda Jones, Publisher 

dkins 

1, Melinda Jones, Publisher of The Wayne County Outlook published at Monticello, 
Kentucky do solemnly swear that from my own personal knowledge and reference 
to the files of said publication, the advertisement of: 

' /  

I 

\. A inserted on the following dates in this 

Date Page --- Column 

Subscribed and sworn before me this J ( ? d  day of 
- , 2011 ?A.D. 

- ,s%d / 3 
I 

I & Q + + 4 k Z T J  
Notary Public 



The Wayne County Outlook 0 June 15,201 1 .c. 

South Kcntucky Rural Electric Cooperative Corporation. with its principal office at Somerset, Kentucky. q d  with ifs address 
as 925-929 N Main S t ,  Somerset, Kentucky 42503,'inrcnL to file with thc Kentucky Public Seri.icc Commission in Cnse 
No 201 1-00096 an applicaliqn to adjust its nlail rates and charges This Adjuskcnt will result in a general rate increase to 
the mcmbcr-consumers of South Kentucky Rural Elcchic Cwperativc Corporation 

The rates proposed in this application arc the rates proposed by South Kentucky Rural Elechic Cooperative 
Corporation fiowevcr. the Kentucky Public Service Commission may order idm' 6 t i l ; c ~ ~ g ~ ~ a ~ d i i f f e r h ~ - ~ ~ p ~ ~ - -  
posed rates Such action may result in rates for consumers other lhan the rates in this application. 

Any corporation, association, body politic. or person may by motion within l h i  (30) days after publication or mail- 
ing of notice of the proposed rate changes request leave to intervene. The motion shall be subdued to the Public Service 
Commission, 21 I Sower Boulevard, P 0. Box 615, Frankfort, Kentucky 40602, and shall sctfonb the griruids for the &quest 
including the status and interest of the pany Any pcnon who has becn granted intervention by the Commission may oblnin 
copies of Ihc rate application and any other fdings made by the utility by contacting Mr. Stephen lohnson. South Kentucky 
Rural Electric Cooperative Corporation, 925-929 N 'Main SL. Somerset, KY 42503, phbne 606-6784121 

Any person may cxnminc the rate application and aoy other filings made by the utility at the office of South Kentucky 
Rural Electric Cooperative Corporation or at thcCommission's office 

South Kentucky RECC 
925-929 N. Main St 
Somcrsct, Kentucky 42503 
6064784121 502-564-3940 

Kcnfucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602 

The amount and pcrccnt of increase are listed below: 

Schedule A 

Schedule B 

Schedule LP 

Schedule OPS 

Schedule A 

Residential. Farm and Home 

Small Commercial 

Large Power 

Optional Power Service 

Residential Marketing Rate - ETS 
Consumerr with no contract 

Year 1 
Year 2 
Year 3 

Schedule B 

Schedule LPl 

Schedule LP-2 

Schedule LP-3 

Scliedule AES 

Schedule OL 

Schedule STL 

Schedule DSTL 

Small Commercial Marketing Rate ~ ETS 

Large eorvir 1 

Large Power 2 

Large Power 3 

All Elcelric School 

Outdoor Lighting 

Srreel'Lighting 

Decorativc Street Lighting 

- 
$6,668.492 

$833,321 

$814,306 

$248,043 

$4641.350 
$41,350 
$41,350 

$364 . 
I- 

$- 

$106,286 

1680,592 

I- 

$21.390 

5- 

The effect of the proposed rates on the average monthly bill by  rat^ class is lislcd below: 

SchedulcA . 

Schedule B 

Schedule LP 

Schedule OPS 

Schedule A 

B a I a l w  - 
Residential. Farm and Home SS-02 - - - -  

Smdl Commercial $16 35 

Large Power $19504 

Opiional Power Service $121 89 

Residential Mnrkcting Rate - ETS 
Consumers with no contract 

Year I L $1 79 
Year 2 SI 79 
Year 3 51 79 
Consumers with conuact $0 15 

$3 79 
Schedule B 

Schedule LPl 

Schedule LP-2 

Small Commercial Marketing Rarc - ETS 

Large Po\ver I $- 

Large Power 2 s- 
C ? h d ! ~ l -  r 11.1 

Eerrent 

7 8% 

9 6% 

4 5% 

153% 

7 1 %  
7 1% 
7 1% 

18 8% 

0% 

0% 

2 1% 

9 9% 

0% 

15 0% 

0% 

Eerrent 

7 8% 

9 6% 

4 5% 

15 3% 

7 1% 
7 1% 
7 1% 
3 0% 

I8 82% 

0% 

Q% . - - 

Item No. 2 
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Witness: Jim Adkins 



Schedule STL 

Schedule DSTL 
Street Lighting 

Decorative Succt Lighting 

The precnt and proposed rate smcturcs of Soulh Kentuck) 

Schedule A 
Customer Chargc per month 
Energy Rate pcr kWh 

Customer Charge per month 
Encrgy Rate per kwh 

Customer Charge per monlh 
Energy Rate per kWh 
Demand Charge per kW 

Customer Chnrgc per month 
Energy Rate per kwh 

Consumcn wilh conwc[ 
Consumers with no contract 

Schedule B 

Schedule LP 

Schedule OPS 

Schcule A Residentinl Marketlng Rote . ET3 

Year 1 
Year 2 
Year 3 

Energy Rate per k w h  

Mctcnng Charge 
Subslalion Charge 
Demand Charge per kW 
Energy Rate per kWh 

Metenng Charge 
Subrlauon Charge 
Demand Charge per kW 
Energy Charge for the fin1 400 kWh 
Energy Charge for all kWh over 400 kwh 

Metcnng Charge 
Substauon Charge 
Conhact Demand Chnrgc per kW 
Exccss Demand Chnrgc per kW 
Energy Rate per kwh 

Customer Charge pe; month 

Scheule B . SmnU Commercral MnrkeUng Role. ETS 

Schadule LP-I 

Schedule LP-2 

Schedule LP-3 

Schedule AES 
I 
I Energy Rae per k w h  
I SchedoleOL 
) Mew1 Halide 25OW Dir 

MMahde 260W Metered Dir 
M/Vapor SCC Light 74 KWH 
MNopor Mctcred Scc Light 
Sodium Secunty Light 
Sodium Mctcred Su: Light 
Sodium Directional Light 
Sodium Metered Dmuonal 
MMalide 4OOW Dircchonal 
MMalidc 4WW Metered D n  
MMabde IOOOW Dirccuonal 
MMalide IOWW Melrrcd D a  
MlHalidc 25OW Dmclionnl 
MMdidc 250W Metcnd D a  

MNapor Scc Lght 74 KWH 
40OW Flood 2IwO Lum-M Mv 

3 Sodturn ~ m o g t  380 warn 
3 250 W Flood l2lW Lum-M Mv - 400 Watt 19100 Lum M Mv 
7 Sodium Suectlgt 160 Watts 

Sodium Succlrgt 360 Warn 
Sodturn CobmtID IOOW S w U g t  

25OW Cobra Eusung Pole 
250W Cobra 30' Alummum Pol 
25OW Cobn 30' Alummum Pol 
IOOOW MMalide Gallcna 
400W MMalidc Galleria 
IOOW Mctol Halide Acorn 
14' Smooth Pole 
14' Fluted Pole 
30'Squam Steel Pole 
IWW Metal Hnlide Acorn 
IWW Metal Hnlidc Lemgton 
MOW Metal Halide Gallcna 
Metered IOOW MMnl Acorn 
250W Cobm ExisUng Pole 
250W Cobra 30' Alummum Pol 
4WW Mercury Cobn 12' Arm 
IOOW MIHalide Lexlnglon 

ScheduleSTL 

Schedule DSTL 

$2 27 

I 

r Rural Elcculc Cwj  
tkes&mh 

$9 14 
$0 09214 

$17 14 
$0 10389 

$34 28 
$0 06596 
$0 06596 

$34 28 
$0 10625 

$0 06 

SO 05528 
$00592l 
$006313 

$0 06233 

$142 85 
$1.078 84 
$6 16 
$0 06091 

$1,857 
$2,711 98 
$6 16 
$0 06091 
$0 05404 

$142 85 
$359 99 
$6 I6 

$0 05793 

$79 28 
$0 083W 

$18 34 
$1022 
$10 57 
$7 23 
$10 51 
$7 23 
$1699 
$9 I8 
$23 14 
$1022 
$41 70 
$11 41 
$1834 
$10 22 

$8 48 
$8 48 
$14 12 
$14 12 
$8 48 
$8 48 
$14 12 

' $857 

$848 , 

$16 56 
$22 88 
$25 21 
$39 88 
$23 21 
$7 81 
$1162 
$15 04 
$17 24 
IlO8l 
$8 64 
$23 21 
91 81 
$1656 
$22 88 
$22 86 
$8 64 

15 0% 

0% 

K ~ U V C  C o p n u o n s  m listcd below 
J!cwdmm 
$15W 
$0 09489 

$25 w 
$0 10965 

$50 00 
$0 06914 
$006914 

$50 00 
so 12105 

$0 06 

$0 05921 
SI06313 
$Q 06706 

$0 07406 

$14285 
$1.078 84 
$6 16 
$0 06091 

$1,857 
$2,711 98 
$6 
$0 om91 
SI 05404 

$145 86 
$36759 . 
$629 
$9.13 
$0.05915 

$83.02 
$0.09127 

$1834 ' 
$10 22 
$10 57 
$723 
$10 57 
$7 23 
$1699 
$9 18 
$23 14 
$1022 
$41 70 
$1141 
$18 34 
SI022 

$9 75 
$9 75 

$1624 
$9 75 
$9 75 
$1624 
59 75 

$1656 
$22 88 
$2521 
$39 88 
123 21 
$7 81 
$11 62 
$15 04 
$1724 
$10 81 
I8 64 
$23 21 
$7 81 
$16 56 
$22 88 
$22 86 
$8 64 

__ . $1624. _ _  - 
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-=  Witness: Jim Adkins 





ItemNo. 3 
Page 1 of  2 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staff's Third Information Request 

Refer to the response to Item 3 of Staffs Second Data Request and revised Exhibit 

D of the application. The response to Item 3 states that the STL tariff rates are based on a 

lumens rating range. 

a. Quest ion: 

Provide the amount of lumens for the lst, 3rd, 6*, 7th, and gth street lights 

listed in Schedule STL of revised Exhibit D. 

a. Response: 

The lumens for these lights are these: 

e lSt light 7,700 lumens 

e 3rd light 50,000 lumens 

e 6'1ight 15,000 lumens 

e 7* light 50,000 lumens 

e 8* light 9,500 lumens 

b. Question: 

The 4* street light listed in Schedule STL of revised Exhibit D, the 250W 

Flood 12,100 Lumen Mercury Vapor, is shown as having a present rate of $1 3.12. 

Explain how it is known which rate would apply to this light when the amount of lumens 

listed for the light does not fall within the 7,000-10,000 range shown in South Kentucky's 

current tariff as having a rate of $8.02 or the 15,000-28,000 lumen range shown as having 

arateof$13.12. 

b. Response: 

It is one of the lights from the city of Monticello and has been placed in 

this category because of its previous rate for that utility. It probably should be considered 

for change. 



ItemNo. 3 
Page 2 of 2 

Witness: Jim Adkins 

C. Question: 

The 5& street light listed in Schedule STL of revised Exhibit D, the 400W 

19,100 Lumen Mercury Vapor, is shown as having a present rate of $8.02 when the 

amount of lumens listed for the light would have it fall within the 15,000-28,000 lumen 

range which is shown in South Kentucky’s current tariff as having a rate of 13.12. 

c. Response: 

It is one of the lights fiom the city of Monticello and has 

been placed in this category because of its previous rate for that utility. It probably 

should be considered for change. 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Cornmission StafPs Third Information Request 

Question: 

Refer to response to Items 5.a.(2) and 20.a. of Staffs Second Request. Item 

5.2.(a) states the target equity is 35 percent in 15 years. Item 20.a. states that South 

Kentucky has a goal of attaining an equity level of 40 percent. Confirm that the response 

to Item 5.a.(2) contains the correct equity target. 

Response: 

The correct goal is an equity capitalization ratio of 35 percent in 15 years. 





Item No.5 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Comission Staffs Third Information Request 

Question: 

Refer to the response to Item 5.e.(3) of Staffs Second Request. South Kentucky 

states that there are 471 residential customers under cantract but shows 483 contracts 

expiring between 201 2 and 202 1. Explain the discrepancy. 

Response: 

The difference is clue to the number of contracts that will expire this year or 201 I 

and that number is 12, which is the difference in the above question. 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission S t a r s  Third Information Request 

Question: 

Refer to the response to Item 5.e.(4) of Staffs Second Request regarding 

residential ETS customers. The response sates that “[olnce a contract expires, the ETS 

customer will go on the regular ETS rate which is currently proposed to be $0.06705.” 

The $0.06705 referenced in the response does not appear in revised Exhibit D, South 

Kentucky’s revised customer notice. For residential customers without contracts, South 

Kentucky is proposing different residential ETS rates for years 1’2, and 3. State whether 

South Kentucky intends to state that the first year after a customers contract expires, the 

customer will be charged the proposed Year 1 rate, the second year, the customer will be 

charged the proposed Year 2 rate, and in the third year the customer would be charged 

the Year 3 rate. 

Response: 

That is South Kentucky’s plan. 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

Question: 

Refer to the 15* Revised Tariff Sheet No. T-2 filed on July 6, 201 1. For 

residential customers without contracts, South Kentucky is proposing different residential 

ETS rates for years 1,2, and three. Confirm that the Year 3 rates is proposed for Year 3 

and beyond and not limited to Year 3. If this is not correct, explain how the ETS service 

will be priced after Year 3 .  

Response 

It is confirmed that the Year 3 rate is proposed for Year 3 and beyond. 
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South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staff's Third Information Request 

Question: 

Refer to the respanse to Item 6 of Staff's Second Request, Revised Exhibit G, 

Revenue Summary. The revised exhibit shows an annual base rate revenue increase of 

$8,847,915. Exhibit G afthe application shows an annual increase of $8,896,843. 

Explain the reason for the decrease in base revenue af 48,928. 

Response: 

The gross margin change aRer the normalization of the retail rates and wholesale 

power rates effective as of May 31,201 1 is the reason for the decrease in base revenues 

or the amount of increase in revenue required. 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

Refer to the response to Item 6 of Staffs Second Request, revised Exhibit J, billing 
analysis. 

a. Question: 

For those rate classes receiving an increase, explain why the proposed rates in 

revised Exhibit J differ fiom the proposed rates listed in revised Exhibit D, 

Customer Notice. If the rates being proposed by South Kentucky are the rates 

that appear in revised Exhibit D, provide second a second-revised Exhibit J using 

those rates. 

a. Response: 

The proposed rates in the revised Exhibit J are the rates being proposed by South 

Kentucky and do differ &om those in the revised Exhibit D. The reason for those 

differences in rates is that South Kentucky’s gross margins (rate revenue minus 

purchased power casts) increased by $69,670. 

SOUTH KENTUCKY RECC 
CHANGE IN GROSS MARGINS DUE TO CHANGE IN RATES 

Rates 1-1 7-1 1 Rates 5-31-1 1 

Revenue $ 127,711,769 $ 118,926,591 

Purchased Power 96,762,966 87,908,118 

Grass Margin $ 30,948,803 $ 31,018,473 

Change $ 69,670 
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This increase in gross margins lessens the increase need by the above 

amount and the filed revised Exhibit J reflects those changes. 

b. Question: 

Refer to the top of page 6 of 6,  the Street Lighting class. The 2nd light listed, the 

400W Flood 21,000 Lumen Mercury Vapor, is shown to have a current rate of 

$8.02. Explain why this light would have a current rate of $8.02 when the amount 

of lumens listed for the light would have it fall within the 15,000 - 28,000 lumen 

range wich is shown in South Kentucky's current tariff as having a rate of $1 3.12. 

b. Response: 

The correct rate is $13.12. The rate of$8.02 was made in error and has been 

corrected as a part of the 2nd revised Exhibit D provided in the response to 9a 

above. 



Official Notice 

South Kentucky Rural Electric Cooperative Corporation, with its principal office at 
Somerset, Kentucky, and with its address as 925-929 N. Main St., Somerset, Kentucky 42503, 
intends to file with the Kentucky Public Service Commission in Case No. 2011-00096 an 
application to adjust its retail rates and charges. This Adjustment will result in a general rate 
increase to the member-consumers of South Kentucky Rural Electric Cooperative Corporation. 

The rates proposed in this application are the rates proposed by South Kentucky Rural 
Electric Cooperative Corporation. However, the Kentucky Public Service Commission may order 
rates to be charged that differ from these proposed rates. Such action may result in rates for 
consumers other than the rates in this application. 

Any corporation, association, body politic, or person may by motion within thirty (30) 
days after publication or mailing of notice of the proposed rate changes request leave to 
intervene. The motion shall be submitted to the Public Service Commission, 211 Sower 
Boulevard, P.O. Box 615, Frankfort, Kentucky 40602, and shall set forth the grounds for the 
request including the status and interest of the party. Any person who has been granted 
intervention by the Commission may obtain copies of the rate application and any other filings 
made by the utility by contacting Mr. Stephen Johnson, South Kentucky Rural Electric 
Cooperative Corporation, 925-929 N. Main St., Somerset, KY 42503, phone 606678-4121. 

Any person may examine the rate application and any other filings made by the utility at 
the office of South Kentucky Rural Electric Cooperative Corporation or at the Commission’s 
office. 

South Kentucky RECC 
925-929 N. Main St 
Somerset, Kentucky 42503 
606-678-41 21 

Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602 
502-564-394 



The amount and percent of increase are listed below 

Increase 
Amount Percent Rate Class 

Schedule A 

Schedule B 

Schedule LP 

Schedule OPS 

Schedule A 

Residential, Farm and Home 

Small Commercial 

Large Power 

Optional Power Service 

Residential Marketing Rate - ETS 
Consumers with no contract 

Year 1 
Year 2 
Year 3 

Schedule B 

Schedule LP1 

Schedule LP-2 

Schedule LP-3 

Schedule AES 

Schedule OL 

Schedule STL 

Schedule DSTL 

Small Commercial Marketing Rate 

Large Power 1 

Large Power 2 

Large Power 3 

All Electric School 

Outdoor Lighting 

Street Lighting 

Decorative Street Lighting 

$ 6,617,505 8.3% 

$ 831,068 10.2% 

$ 752,922 4.5% 

$ 248,043 16.3% 

55,742 
55,742 
55,742 

10.3% 
10.3% 
10.3% 

ETS $ 2,301 27.2% 

$ 0% 

$ 0% 

128,016 2.8% 

$ 82,447 1 1 .Q% 

$ 0% 

$ 20 15.0% 

$ 0% 



The effect of the proposed rates on the average monthly bill by rate class is 
listed below 

Rate Class 

Schedule A 

Schedule B 

Schedule LP 

Schedule OPS 

Schedule A 

Residential, Farm and Home 

Small Commercial 

Large Power 

Optional Power Service 

Residential Marketing Rate .I ETS 
Consumers with no contract 
Year 1 
Year 2 
Year 3 
Consumers with contract 

Schedule B 

Schedule LP1 

Schedule LP-2 

Schedule LP-3 

Schedule AES 

Schedule OL 

Schedule STL 

Schedule DSTL 

Small Commercial Marketing Rate ~ ETS 

Large Power 1 

Large Power 2 

Large Power 3 

All Electric School 

Outdoor Lighting 

Street Lighting 

Decorative Street Lighting 

Increase 
Amount 

8.95 

16.30 

180.34 

121.89 

2.41 
2.41 
2.41 
0.73 

20.48 

1,185.33 

560.86 

1.28 

Percent 

8.3% 

10.2% 

4.5% 

16.3% 

10.3% 
10.3% 
10.3% 
3.2% 

2720.00% 

0% 

0% 

2.8% 

11 .O% 

0% 

15.0% 

0% 



The present and proposed rate structures of South Kentucky Rural Electric 
Cooperative Corporations are listed below. 

- Rates 
Present ProRosed 

Schedule A 
Customer Charge per month 
Energy Rate per kWh 

Customer Charge per month 
Energy Rate per kWh 

Customer Charge per month 
Energy Rate per kWh 
Demand Charge per kW 

Customer Charge per month 
Energy Rate per kWh 

Scheule A - Residential Marketing Rate - ETS 
Consumers with contract 
Consumers with no contract 

Year 1 
Year 2 
Year 3 

Schedule B 

Schedule LP 

Schedule OPS 

Scheule B - Small Commercial Marketing Rate - ETS 

Schedule LP-1 
Energy Rate per kWh 

Metering Charge 
Substation Charge - 500-999 kW 
Substation Charge 1,000-2,999 kW 
Substation Charge 3,000-7,499 kW 
Demand Charge per kW 
Energy Rate per kWh 

Metering Charge 
Substation Charge 3,000-7,499 kW 
Substation Charge - 7,500 - 14,999 kW 
Demand Charge per kW 
Energy Charge for the first 400 kWh 
Energy Charge for all kWh over 400 kWh 

Metering Charge 
Substation Charge - 500-999 kW 
Substation Charge 1,000-2,999 kW 
Contract Demand Charge per kW 
Excess Demand Charge per kW 
Energy Rate per kWh 

Schedule LP-2 

Schedule LP-3 

9.14 $1 5.00 
0.08543 $ 0.08812 

17.14 $ 25.00 
0.09718 $ 0.10291 

34.28 $ 50.00 
0.05925 $ 0.62130 

6.85 $7.00 

$34.28 $ 50.00 
0.09954 $ 0.11434 

0.05126 $ 0.05281 

0.05126 $ 0.05655 
$ 0.06185 
$ 0.06714 

0.05831 $ 0.07415 

142.85 $ 142.85 
359.99 $ 359.99 

1,078.84 $ 1,078.84 
2,711.96 $ 2,711.96 

6.16 $ 6.16 
0.05420 $ 0.05420 

142.85 $ 142.85 
2,711.96 $ 2,711.96 
3,262.80 $ 3,262.80 

$6.16 $6.16 
0.05420 $ 0.05420 
0.04733 $ 0.04733 

142.85 $ 146.86 
359.99 $ 370.14 

1,078.84 $ 1,109.26 
6.33 $ 6.29 
9.19 $ 9.13 

0.05122 $ 0.05266 



Rates 
Present Proposed 

Schedule AES 
Customer Charge per month 
Energy Rate per kWh 

Metal Halide 250W Dir 
MiHalide 260W Metered Dir 
MNapor Sec Light 74 KWH 
MNapor Metered Sec Light 
Sodium Security Light 
Sodium Metered Sec Light 
Sodium Directional Light 
Sodium Metered Directional 
MHalide 400W Directional 
MiHalide 400W Metered Dir 
IWHalide l00OW Directional 
MiHalide l000W Metered Dir 
m a l i d e  250W Directional 
MiHalide 250W Metered Dir 

MNapor Sec Light 74 KWH 
400W Flood 21000 Lum-M Mv 
Sodium Streetlgt 380 Watts 
250 W Flood 12100 Lum-M Mv 
400 Watt 19100 Lurn-M Mv 
Sodium Streetlgt 160 Watts 
Sodium Streetlgt 360 Watts 
Sodium Cobra-HD IOOW StLgt 

Schedule OL 

Schedule STL 

$ 104.20 $ 83.02 
$ 0.07629 $ 0.08443 

17.63 $ 
10.22 $ 
10.17 $ 
7.23 $ 

10.17 $ 
7.23 $ 

16.28 $ 
9.18 $ 

22.02 $ 
22.02 $ 
39.05 $ 
11.41 $ 
17.63 $ 
10.22 $ 

8.02 $ 
13.12 $ 
13.12 $ 
13.12 $ 
8.02 $ 
8.02 $ 

13.12 $ 
8.02 $ 

17.63 
10.22 
10.17 
7.23 

10.17 
7.23 

16.28 
9.18 

22.02 
22.02 
39.05 
11.41 
17.63 
10.22 

9.22 
15.09 
15.09 
15.09 
9.22 
9.22 

15.09 
9.22 



Schedule DSTL 

250W Cobra Existing Pole 
250W Cobra 30' Aluminum Pol 
250W Cobra 30'Aluminum Pol 
IOOOW M/Halide Galleria 
400W M/Halide Galleria 
IOOW Metal Halide Acorn 
14' Smooth Pole 
14' Fluted Pole 
30' Square Steel Pole 
IOOW Metal Halide Acorn 
IOOW Metal Halide Lexington 
400W Metal Halide Galleria 
Metered IOOW M/Hal Acorn 
250W Cobra Existing Pole 
250W Cobra 30' Aluminum Pol 
400W Mercury Cobra 12' Arm 
IOOW M/Halide Lexington 

Rates 
Present Proposed 

$ 15.89 $ 15.89 
$ 22.21 $ 22.21 
$ 22.21 $ 22.21 
$ 37.23 $ 37.23 
$ 22.09 $ 22.09 
$ 7.81 $ 7.81 
$ 11.62 $ 11.62 
$ 15.04 $ 15.04 
$ 17.24 $ 17.24 
$ 10.51 $ 10.51 
$ 8.34 $ 8.34 
$ 22.09 $ 22.09 
$ 7.81 $ 7.81 
$ 15.89 $ 15.89 
$ 22.21 $ 22.21 
$ 21.74 $ 21.74 
$ 8.34 $ 8.34 





Item No. 10 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

Refer to the response to Item 7 of Staffs Second Request, the revised Cost of Service 

Study (“COSSyy). 

a. Question: 

Refer to page 35 of 41, the Consumer and Accounting Services table. 

Explain why column 3 is not the product of columns 1 and 2 for rate classes OL and STL,. 

a. Response: 

The formula entered into this cell was incorrect and provided an amount of 

0.30 which rounded to zero since no spaces to the right of the decimal was displayed. 

b. Question: 

Refer to page 36 of 41, the COSS-based rate increase for Rate 4, Large 

Power, is shown as $1 6,952. Explain why South Kentucky is recommending an increase 

for this class of $753,389. 

b. Response: 

South Kentucky is recommending an increase for this rate class in order to 

lessen the rate increase amount for some other rate classes especially for Schedule OPS - 

Optional Power Service. Schedule OPS is for customers approximately the same size as 

those in Schedule 4 - Large Power. 
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c. Question: 

Refer to page 36 of 41. The COSS based rate increase for Rate 5,  

Optional Power Service, is shown as $430,728. Explain why South Kentucky is 

recommending an increase for this class of $248,000. 

c. Responses: 

South Kentucky is recommending a lesser amount to hold the percentage increase 

to a more reasonable level for that class and to gradually increase its revenue 

requirements to the level fi-om the COSS. 

d. Question: 

Refer to page 36 of 41. South Kentucky is recommending a rate increase 

of 30.98 percent for Rate 6, Residential ETS and 27.16 percent for Rate 7, Small 

Commercial ETS. Explain how percentage increases of this magnitude satisfy the 

principal of gradualism. 

d. Response: 

South Kentucky realizes that this does not meet the concept of gradualism 

in the past and are now proposed to but it feels that these rates have been discounted 

bring them up to the cost to serve level. 

e. Question: 

Refer to page 37 of 41. South Kentucky is not recommending an increase 

for the Outdoor Lighting class. The COSS filed as Exhibit R of the application showed 

that the Outdoor Lighting class was providing revenues in excess of the costs to serve it. 

However, the revised COSS shows that the Outdoor Lighting class should receive a 

$52,5 18 increase. In light of the results of the revised COSS, does South Kentucky now 

believe that this rate class should receive an increase? If no, explain. 
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e. Response: 

South Kentucky did not propose an increase as the increase would be a 

percentage increase of 1.71 percent. South Kentucky may be willing to consider that 

pro posit ion. 





Item No. 11 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

1 1. Refer to the response to Item 1 I of Staffs Second Request. The response does 

not contain an answer to Item d. of the request. Provide the requested response. 

Response to Question # 1 1 

South Kentucky apologizes for this omission. Below is the response where the 

numbers come from Exhibit S of the application. 
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South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Equity Capitalization 

September 30,2010 

Test 

Year 

ProDosed 2010 2009 

Equity Capitalization: 
Without G & T patronage 
Capital 

Total margins and equities 72,337,734 61,157,341 52,863,269 
Less G & T Patronage capital 22,924,768 22,924,768 22,924,768 

49,412,966 38,232,573 29,938,50 1 
Long-term debt 143,837,704 143,837,704 132,904,854 

193,250.670 182,070,277 1 62.843.3 5 5 Total 

Equity capitalization ratio a 21% 
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South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

Equitv Capitalization: 
With G & T patronage capital 

Total margins and equities 72,337,734 61,157,341 52,863,269 
Long-term debt 143,837,704 143,837,704 132,904,854 

Total 2 16.175.438 204.995.045 185.768.123 

Equity capitalization ratio ZU 32% 2.&!YQ 

Equity to Total Assets: 
With G & T patronage capital 

Total margins and equities 72,337,734 61,1S7,341 52,863,269 
Total Assets 233,971,512 222,79 1 , 1 19 203,639,36 1 

Equity to total asset ratio 31% 27% 26% 
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South Kentucky Rural Electric Cooperative 

Case No. 1201 1-00096 

Commission Staffs Third Information Request 

Refer to the responses to Items 12.b., 31, and 34.e of Staffs Second Request. At Item 31, 

South Kentucky makes it clear that it seeks to recover depreciation on the full amount of 

its meter replacement program. At Item 12.b. and 34.e., South Kentucky identifies 

additional casts and savings that will result form the meter replacement program. In its 

response, South Kentucky quantified some of these identified costs and savings but not 

all. 

a. Question: 

Quantify the cost and saving that were not quantified in the response: 

a. Response: 

Attached below is our best estimate of annual savings as a direct result of 

AMI. 

ANNUAL AMI COST SAVINGS 
Acct # Description Amount 

586 Meter Expense $ 320,000 
902 Meter Reading 464,726 

Total $ 784.726 
Unk Estimate for Other Savings 100,000 

b. Question: 

State why it is appropriate to recognize in pro forma operations only the 

depreciation on the meter replacement program and not the other costs and savings 

resulting fiom the replacement program as identified by South Kentucky. 
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b. Response: 

It is appropriate to properly match revenues, expenses and savings dealing 

with all pro forma adjustments. The savings should be recognized. 

C. Question: 

Will eliminating the need for meters to be read on site result in the loss of 

any revenue, such as a change for re-reading a meter at the customer’s request? If yes, 

provide a schedule showing each charge to be eliminated and the test year annual revenue 

fiom the charge to be eliminated. 

c. Response: 

The lost revenue amount that South Kentucky may realize as a result of 

the installation of the AMI network is the revenue associated with Account 45 1 - 

Miscellaneous Revenue and it is estimated to be approximately $16,000 per year and 

most of it due to no longer needing to re-read a meter. 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

Question : 

Refer to the response to Item 19 of Staffs Second Request. Explain why the 

amounts calculated in this response for the residential and small commercial ETS rates 

are not the rates proposed by South Kentucky for those rate classes in its application. 

Response: 

I believe that the difference is due to the fact that some changes were made to 

various rates in order for the total amount of the increase to be approximately the 

S m C C  Board of Directors approved increase amount. Based on the original 

application which was based on the rates eEective January 17, 201 1, the difference for 

both rate classes to $0.00001 per kWh. 
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Witness: Jim Adltins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

14. Refer to the response to Item 20 of Staffs Second Request. The responses to 20.c.( 1) 

and (2) state that revisions were made after the adjustments were entered on page 3 of Exhibit S. 

Provide an updated Exhibit S with the correct adjustments. The updated Exhibit S should also 

include the revised revenue and purchased power amounts resulting from the change in the base 

fuel rate in Case No. 20 10-005 10'. 

Response to Question# 14. 

See attached information. 

' Case No. 2010-00510, An Examination of the Application of the Fuel 
Adjustment Clause of South Kentucky Rural Electric Cooperative Corporation from 
November 1,2008 through October 31,2010 (Ky. PSC May 31,201 I ) .  
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South Kentucky Rural Electric Cooperative 
Case No. 201 1-00096 

Statement of Operations, Adjusted 

Exhibit S 
page 1 of 4 

Witness: Jim Adkins 

Actual Normalized 
Test Year Adiustments 

Normalized 
Test Year 

Proposed Proposed 
-- Increase Test Year 

Operating Revenues: 
Base rates 1 22,474,242 (3,547,653) 

Other electric revenue 3,218,398 - 
Fuel and surcharge (2,964,439) 2,964,439 

56,365 

11 8,926,589 8,900,000 127,826,589 

3,274,763 3,274,763 
I- - .  

122,728,201 (526,849) 122,201,352 8,900,000 131,101,352 

Operating Expenses: 
Cost of power 
Fuel and surcharge 
Distribution .- operations 
Distribution - maintenance 
Consumer accounts 
Customer service 
Sales 
Administrative and general 

87,903,375 91,617,995 
(2,445,262) 
3,541,520 
6,825,070 
4,119,541 

71 7,597 
22,271 

3,959,964 

(3,7 I 4,620) 
2,445,262 

84,493 
55,087 
36,162 
10,560 
2,218 

(457,855) 

87,903,375 

3,626,013 
6,880,157 
4,155,703 

728,157 
24,489 

3,502,109 

- 

~~ - 

3,626,013 
6,880,157 
4,155,703 

728,157 
24,489 

3,502,109 - 

Total operating expenses -. 108,358,696 - (1,538,692) 106,820,004 - 106,820,004 

9,170,426 
112,330 

6,294'71 3 
59,074 
4.684 

Depreciation 5,618,934 3,551,492 
Taxes - other 1 12,330 
Interest on long-term debt 6,087,075 207,638 
Interest expense - other 59,074 
Other deductions _I 65,474 (60,790) 

9,170,426 
112,330 

6,294,713 
59,074 
4,684 -~ 

122.461.231 Total cost of electric service 120,301,583 2,159,648 ~ - 122,461,231 

Utility operating margins 2,426,618 (2,686,497) (259,879) - 8,900,000 8,640,121 

100,164 

93,247 

261.565 

(100) 
Nonoperating margins, interes 100,164 

Nonoperating margins, other 93,247 
G & T capital credits 4,918,417 (4,918,417) 
Patronage capital credits 261,565 

Income from equity investmen (100) 
100,164 

93,247 

- 261,565 

(1 00) 

Net Margins 7,799,911 (7,604,914) 194,997 

1.03 

1 .oo 

8,900,000 9,094,997 

2.44 TIER 2.28 

OTIER 1.44 2.41 
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Case No. 201 1-00096 
Balance Sheet, Adjusted 

September 30,2010 

Actual 
-- Test Year 

ASSETS 

Electric Plant: 
In service 
Under construction 

198,773,326 
4,182,904 

202,956,230 
Less accumulated depreciation 41,950,551 

161.005.679 

Investments 32,295,122 

Current Assets: 
Cash and temporary investments 16,982,425 
Accounts receivable, net 7,524,630 
Material and supplies 3,158,551 
Prepayments and current assets 1,824,712 

29,490,318 

- 
.__- - Net change in assets 

Total 222,791 ,I 19 

MEMBERS' EQUITIES AND LIABILITIES 

Margins 
Memberships 
Other equities 
Patronage capital 

1,287,781 
59,908,458 

(38,898) 
61.157.341 

Long Term Debt - 143,837,704 

Accumulated postretirement benefits 4,945,709 

Current Liabilities: 
Notes payable 40,724 
Accounts payable 8,687,113 
Consumer deposits 970,253 
Accrued expenses 2,416,482 

12,114,572 

Consumer advances for construction 735,793 

Total 222,791 , I  19 

Adjustments 
to Test Year 

14,218,717 

14,218,717 
3,559,178 

10.659.539 

520.854 

1 I. 180.393 

page 2 of 4 
Witness: Jim Adkins 

Adjusted 
Test Year 

212,992,043 
4,182,904 

21 7,174,947 
__ 45,509,729 

171.665.218 

32,295,122 

16,982,425 
7,524,630 
3,158,551 
1,824,712 

29,490,318 

520,854 

233.971.512 

9,538,234 
I ,642,158 

1 1.180.393 

1,287,781 
69,446,692 

-. 1,603,260 
72.337.734 

1 1 , 180,393 

1 43,837,704 

4,945,709 

40,724 
8,687,113 

970,253 
2,416,482 

12,114,572 

735,793 

233,971,512 
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Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

15. Refer to the response to Item 2 1 of Staffs Second Request. 

a. Refer to Item d. Provide the authority for the increase in rates charged for 

electrical inspections. 

b. Refer to Item i. Explain why South Kentucky considers this to be an 

allowable expense for ratemaking purposes. 

c. Refer to Item j .  Explain the basis for the cost of health insurance and 

deferred compensation for the Board of Directors. 

Response to Question # 15 

a. The fee increased $25 per charge. This was suggested by 

management and approved by the board of directors. 

The remaining cost is from the past rate increase, which the 

Commission allowed to be recovered through rates. 

Policy “H’ of the Director Retirement and Advisory Status policy 

that was approved May 13,2004. 

b. 

c. 
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16. Refer to the response to Item 2S.a. of Staffs Second Request. It states there is a 

correct page 7 attached to the response. Explain where in the response the correct page 7 is 

located? 

Response to Question# 16 

Attached is the corrected page 7. 
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17. Refer to the response to Item 29 of Staffs Second Request and page 2 of Exhibit 

3. Identify and explain by account number, any factors other than physical depreciation, that 

cause South Kentucky’s depreciation rates to be higher or lower than those of RUS. 

Response to Question#l7 

RTJS high and low rates were developed in the 1960’s. There is no way to 

determine why there would be some accounts that calculate to a higher or 

lower rate. It is common to have accounts that are higher or lower. No pattern 

exists to reflect why certain accounts would calculate higher and some lower. 
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18. Refer to the Application, Exhibit 3, page 2, and Exhibit 20, Section 2, page 4. The 

depreciation percentage for Account 362 Station Equipment is listed as 6.67 percent in Exhibit 3 

and 3 percent in Exhibit 20. Explain this discrepancy and provide any corrections. 

Response to Question# 18 

The depreciation rate listed for Account 362 Station Equipment listed in Exhibit 

20, Section 2, should state 6.67%. The rate for station equipment in Exhibit 20 

lists the rate as 6.67% for the rest of Exhibit 20. There would be no change in the 

proposed adjustment. 
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19. Refer to the Application, Exhibit 3, page 3. Provide an allocation of the proposed 

total depreciation adjustment in the manner listed at the bottom of page 3. 

Response to Question# 1 9 

Account 

Construction and retirement WIP 

Others 

Distribution - operations 

Distribution - maintenance 

Consumer accounts 

- % 

39% 

4% 

21% 

3 1% 

1% 

Consumer service and information 2% 

Administrative and general - 2% 

Total 100% 

Test Year 

190,382 

17,59 1 

104,656 

153,137 

7,006 

9,532 

11,861 

494.166 

Proposed 

195,494 

18,064 

107,466 

157,250 

7,194 

9,788 

12, I80 

507.437 

Adjustment 

$ 5,113 

472 

231 1 

4,112 

188 

256 

- 319 

$13.27 1 
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20. Refer to the Application, Exhibit 3 ,  page 5, and Item 30 of Staffs Second 

Request. Shown on Exhibit 3 are the plant account balances as of September 30, 2010 upon 

which South Kentucky requests depreciation. Included in Item 30 are the subsidiary plant ledger 

accounts for the year ending September 30,2010. The balances for each plant account shown in 

Exhibit 3 and Item 30 are compared in Table 1 below. Explain the differences in each account 

balance. 

Response to Question #20 

To get the information requested in Item 30 of Staffs Second Request, an 

Account Analysis was required to be printed. The Account Analysis totals the 

debits and credits for the time period selected. Included in the debits is the Beg 

Year Balance Forward, which reflects the debit balance at January 1,2010. 

Other reports South Kentucky could prepare do not show the activity, but 

summarized by activity, which would not be an adequate response to the 

question. 
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Distribution Plant 
Land 
Station Equipment 
Poles, Towers and Fixtures 
Overhead Conductors and Devices 
Underground Conduit 
Underground Conductor and Devices 
Line Transformers 
Services 
Meters 
Installations on Customer Premises 
Security Lights 
Street Lights 

Total Distribution Plant 

General Plant 
Land 
Sturctures and Improvements 
Office Furniture and Equipment 
Computer Equipment 
Transportation Equipment 
Stores 
Tools, Shop and Garage 
Laboratory 
Power Operated Equipment 
Communications 
Miscellaneous 

Tatal General Plant 

Exhibit 3 

$ 52,264 

49,248,403 
51,967,266 

425,821 
5,746,724 

31,935,654 
20,469,544 
19,636,215 

864,832 $ 

6 ,I 22,25 1 
650,070 

Item 30 Difference 

860,315 
49,726 ,I 34 
52,497,478 

432,661 
5,871,625 

32,353,76 1 
20,674,247 
5,417,498 
6 ~ 179,038 

665,914 

$ 52,264 
4,517 

(477,731 1 
(530,212) 

[I 24,901 
(4 1 8 ,I 07) 
(204,703) 

14,218,717 
(t; ,1 79,038) 
5,456,337 

650,070 

IC; ,840) 

187 ,I 19,044 174,678,671 12,440,373 

2,945,856 
9 , I  46,231 

556,849 
2,253,402 
7,473,479 

21 3,712 
154,621 
259,238 
111,819 

2,415,458 
332,353 

3 ,I 14,654 
9 ,I 74,572 

562,362 
2,311,083 
7,689,998 

21 3,712 
154,621 
259,238 
1 13,058 

2,415,458 
332,353 

(I 68,798) 
(28,341 1 
(5 5 1  3) 

(57,681 ) 
(21 6 5 1  9) 

0 
0 
0 

(1,239) 
@) 
(0) 

- 25,863,018 26,341 ,108 (478,090) 

Total Electric Plant $ 212,982,062 $ 201,019,779 $ 11,962,283 
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22. For each of the previous ten calendar years, state the total amount of funds 

expended on capital improvement projects. For each amount listed, state, separately, the amount 

that was funded with internally generated funds and the amount funded through the issuance of 

long-term indebtedness. 

Respanse to Question#22 

Year Total Loan Funds 

2000 
200 1 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 

7,429,926 
7,650,233 
7,088,807 
7,53 5,676 
7,957,839 
9,625,843 

10,862,080 
14,195,479 
12,469,149 
10,328,212 
95,143,243 

7,090,050 
7,300,280 
6,764,535 
7,190,963 
7,593,815 
9,185,517 

10,365,204 
13,546,120 
1 1,898,759 
9,855,757 

90,79 1,000 

Internal 
Funds 

339,875 
349,953 
324,27 1 
344,7 I3 
364,024 
440,326 
496,876 
649,360 
5 70,3 90 
472,455 

4,352,243 
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23. Provide South Kentucky’s annual capital improvement budgets for all future years 

that are available. For each annual budget, state, separately, the amount anticipated to be funded 

through internally generated hnds and the amount to be funded through the issuance of long- 

term indebtedness. 

Response to Question#23 

South Kentucky has prepared a 4 Year Work Plan from 2010 to 2013 in the 

amount of $53,695,726. In conjunction with this work plan, an application was 

made for a loan from FFB in the amount of $ 51,000,000. The difference will be 

funded through internally generated funds. 
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24. Refer to the response to Item 33 of Staffs Second Request. 

a. At Item 33.b., page 1 of 53, the “Govt. Share” of the project is stated at 

$9,538,234. At Items 33.c. and 33.e., South Kentucky states total grant funds for the meter 

replacement program to be $8,805,307, as detailed in Table 2. Reconcile the differences in the 

$9.5 million and the $8.8 million. 

Table 2 r-------- 
DOE Grants Received On: 11/1R010 $ 1,373,858 

511 2R011 1,791,492 
9/1212011 1 ,I 37,694 

DOE Grants to be Received On. 12RR011 2,094,076 
411 6R012 1,361,149 
9/4/2012 1,047,038 

Total Grant $ 8,805,307 

b. At Item 33.a., South Kentucky references Case No. 2009-00489 wherein it 

estimated the total cost of the AMI meter replacement program at $19,S00,000. As shown above 

in Item a., South Kentucky will receive a grant in an amount ranging from $8.8 million to $9.5 

million to pay for a portion of the replacement program. 
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(1) Identify the source of funding planned for the portion of the meter replacement 

program that will not be funded by the Department of Energy (“DOE”) and state the terms of this 

funding. 

(2) Provide the amounts and dates upon which South Kentucky either has received or 

will receive the funding for the portion of the meter replacement program that will not be funded 

by the DOE grant funds. 

Response to Question#24 

a. The estimated receipts due for 12/3/2012 were omitted. The receipts to 

total the DOE Grant project are as follows: 

DOE Grants Received: 11/1/2010 $ 1,373,858 
5/12/2011 1,79 1,492 
91 12/20 1 1 1,137,694 

DOE Grants to be Received: 12/2//20 1 1 2,094,076 
411 6/20 1 2 1,36 1,149 

9/4/20 12 1,047,038 
12/3/20 12 73 2,92 7 

Total Grant $ 9.538.234 
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b. (1) The non-grant portion of the AMI project will be funded with loan 

proceeds from RUS through the FFB loan program. 

DOE Grant 
RUS loan 

Total AMI Project 

$9,538,234 
10.097,98 1 

$19.636.2 15 

(2) South Kentucky estimates that the loan funds will be advanced 

after all the grant proceeds are received. Estimated advances are as 

follows: 

2012 
2013 
2014 

$ 3,500,000 
3,500,000 
3,097,98 1 

$10.097.98 1 





Item No. 25 
Page 1 of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

25. Refer to the response to Item 33.h. of Staffs Second Request. South Kentucky 

states that “the estimated useful life for the new AMI meters has no correlation to the 

amortization period for mechanical meters that have been retired.” Would South Kentucky agree 

that, if the undepreciated balance of the mechanical meters in the amount of $3,723,716 were 

accounted for as required by the Uniform System of Accounts (“USof A”) and South Kentucky 

were requesting depreciation rates using the remaining life method, the $3,723,7 16 would 

effectively be depreciated over the remaining life of the new AMI meters. If no, explain. 

Response to Question#25 

South Kentucky would agree that if the meters were not taken out of service, 

the depreciation period would be 15 years. However, the mechanical meters 

will all be taken out of service as AMI meters are installed. The mechanical 

meters will be disposed of and will not have a remaining usefid life of 15 

years. 
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26. Refer to the response to Item 33.i. of Staffs Second Request. 

a. Provide the correspondence from Rural Utilities Service informing South 

Kentucky that it is proper to account for the grant proceeds as donated capital. 

b. State whether South Kentucky is aware that the USoA, at Section 1767.16 

Electric Plant Instruction (b)(4), requires contributions in aid of construction to be credited to the 

appropriate plant account. 

c. State the reasons it is necessary for South Kentucky to depart from the 

requirements of the USoA regarding the contribution in aid of construction from the DOE. 

d. The accounting treatment requested by South Kentucky for the DOE 

contribution results in recovery of depreciation expense on the contributed portion of the meter 

replacement program. Provide the reasons it is necessary for South Kentucky to recover 

deprecation expense on the portion of the meter replacement program that will be funded by the 

DOE contribution. 
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Response to Question #26 

a. South Kentucky attended a seminar presented by RUS on July 13,2010 
that addressed grant proceeds from the Department of Energy. Part of the presentation dealt with 
how to account for grant proceeds. RUS has allowed certain rural economic development grants 
to be recorded in Account 208, Donated Capital. Based on the court case included with the 
response to PSC-26.c. that allows for depreciation on contributed property, South Kentucky 
would propose that the proceeds of the DOE grant should be recorded as equity and not a 
contribution in aid of construction. 

b. South Kentucky is aware that the USoA requires contributions in aid of 
construction to be credited to the appropriate plant account. Under normal circumstances on 
routine Contributions South Kentucky records contributions as aid to construction, however, 
based on PSC-3-26.a. & c., South Kentucky proposes that under this unique situation that the 
grant not be considered a normal contribution. 

c. Since the Supreme Court of Kentucky has allowed depreciation on contributed 
property in the DeWitt Water District case, South Kentucky has proposed to account for the 
DOE grant proceeds as equity instead of a contribution. 

c. Based on the Supreme Court of Kentucky’s ruling on the following case, 
South Kentucky believes that it should be able to recover depreciation expense on the partion of 
the meter replacement program that will be fhnded by the DOE contribution. Even though this 
case dealt with a water utility, the concepts and applications are all applicable to an electric 
cooperative since it is a publicly-owned utility. 

PUBLIC SERVICE COMMISSION OF KENTUCKY, 

EAST CLARK WATER DISTRICT and WARREN COUNTY 
WATER DISTRICT, APPELLANT v. PUBLIC SERVICE 

COMMISSION AND DAVID L. ARMSTRONG, ATTORNEY 

APPELJLANT V. DEWITT WATER DISTRICT, APPELLEE; 
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GENERAL, DIVISION OF CONSUMER PROTECTION, 
APPELLEE 

NOS. 86-SC-342-DG9 86-SC-362-DG 

SUPREME COURT OF KENTUCKY 

720 S. W.2d 725; 1986 Ky. LEXIS 314 

November 26,1986, Decided 

OR HISTORY: [**I] ON REVIEW FROM COURT OF APPEALS 85-CA-220-MR 
(Franklin Circuit Court #83-CI-1672) and 85-CA-85 1-MR (Franklin Circuit Court #83-CI-492 & 
575). 

DISPOSITION: 
CLARK AND WARREN COUNTY WATER DISTRICT 

AFFIRMING DEWITT WATER DISTFUCT AND REVERSING EAST 

CASE SUMMARY: 

PROCEDURAL POSTURE: The Court of Appeals (Kentucky) sought guidance in a conflict 
between two of its panels as well as conflict in the same division of a circuit court wherein two 
opinions were rendered the same day with conflicting results. The question was whether the 
Kentucky Public Service Commission (commission) could disallow a depreciation expense on 
contributed property when determining the rates of publicly-owned water districts. 

OVERVIEW: Two Court of Appeals panels reached conflicting results on the issue of whether 
the commission could disallow a depreciation expense on contributed property when determining 
the rates of publicly-owned water districts. The court held that it could not and that depreciation 
expense on contributed plant property could be considered as an operating expense for rate- 
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making purposes in matters involving publicly held water districts. The court firther held that 
the commission's failure to allow a rate recovery for depreciation expense on contributed 
property could have a substantial impact on the financial stability of the publicly-owned systems 
and their ability to continue to provide a needed water utility service to the rural areas of the 
state. Further, the court held that the disallowance of the expense was opposed to the 
commission's statutory mandate, constitutional prohibitions against confiscation, and sound 
utility management practices. 

OUTCOME: The court held that the commission could not disallow a depreciation expense on 
contributed property when determining the rates of publicly-owned water districts. 
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27. Refer to the response to Items 34.a. and b. of Staff's Second Request. At Item a., 

the number of mechanical meters to be replaced total 86,227. At Item b., the number of 

replacement AMI'S total 69,300. Reconcile the difference in the number of meters to be 

replaced and the number of replacement meters. 

Response to Question#27 

The information gathered for the initial response where 86,227 meters were 

calculated included a formula that counted several months that included a 

subtotal in the formula. In addition, South Kentucky did not retire newer meters 

for most of 2008,2009, and a portion of 201 0 until it was determined what type 

of meter was going to be installed as a result of the AMI project. If the meters 

could be retrofitted, then some of the newer meters retired could be used. It was 

decided that new meters would be purchased and not retrofit the old meters. 

Therefore, there would be more meters retired than would be purchased as part 

Of the AMI project. The retirements are as follows: 
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Through September 30,20 10 
October 1 to December 3 1 , 20 10 
201 1 
2012 

Total meters retired 

8,735 
324 

33,563 
29,140 

7 1.762 
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28. Refer to the response to Item 34.e.(2) of Staffs Second Request. It states that 

“[A]ccount --598-Meter maintenance will increase tremendously as these meters are still 

unknown for maintenance but other cooperatives in Kentucky have expressed a significant 

increase in meter maintenance because these meters seem to be much more sensitive to items 

such as lighting than the older meters were.” 

a. Provide the basis of the information relative to other cooperatives that 

South Kentucky has relied upon in making this statement. 

b. Provide a list and explanation of the other items that make the AMI meters 

more sensitive than the older ones. 

c. Provide an estimate, based on the experience of other cooperatives, of the 

amount of increase expected in meter maintenance expense associated with the new AMI meters. 

Response to Question #28 

a. 

b. 

These are casual conversations with other cooperatives. No official studies were 
conducted. 
Again, this observation was made based on conversations at various times. There 
were no direct inquires specifically related to the sensitivity of the AMI meters. 
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C. Based on the conversations, it was not that additional costs were recognized so 
much as the efficiencies that were assumed did not materialize as a result of the 
sensitivity of the AMI meters and the time it took to gather, assimilate, and review 
the results of information gathered and the time the servicemen spent inspecting 
meters. 
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29. Refer to the response to Item 35.b.(2) of Staffs Second Request. State whether 

If construction on the new headquarters facility was started but halted, or not started. 

construction was started and halted, provide the date that construction began. 

Response to Question#29 

There has been no construction activity for the new headquarters facility at 

this time. South Kentucky has no definitive time table on when construction 

will commence. 
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29. Refer to the response to Item 3S.b.(2) of Staffs Second Request. State whether 

construction on the new headquarters facility was started but halted, or not started. If 

construction was started and halted, provide the date that construction began. 

Response to Question#29 

South Kentucky’s Board of Director’s (Board) was prepared to start construction shortly 
after receiving Coimnission’s approval to construct a new headquarters facility. However, once 
approval was granted the Board was concerned about the economic downturn. The Board then 
decided to postpone the start of construction for six months and review the economic condition 
at that time. The six month review was to take place during the winter months and since 
construction could not start the Board decided to wait till spring to review. At that time South 
KY was made aware of a facility in the Somerset area that could potentially be retro fitted to 
meet South KY’s needs. South KY’s Board feels it has a fiduciary responsibility to its members 
to explore this option hrther before starting construction. South KY has been exploring this 
option. Also, during this tllnefiaine the county government has expressed interest in the 
purchase of the current South ICY’S headquarter facilities. South KY’s Board is still committed 
to either building a new headquarter facility or the purchase of the existing facility fiom a local 
bank. 
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30. Refer to the response to Item 38 of Staffs Second Request. Item c. requested, in 

part, a listing of specific projects resulting from the consulting efforts of Garland & Associates. 

a. State whether or not any specific economic development projects have 

resulted from the consulting efforts of Garland & Associates. 

b. Provide a copy of the economic development consulting contract with 

Garland and Associates and the terms for payment of the consulting services. 

c. Explain what costs, other than the base contract consulting fees, South 

Kentucky pays Garland and Associates and the basis for such payments. 

d. Explain what procedures South Kentucky has in place to ensure 

accountability for the economic consulting activities provided by Garland and Associates. 

e. Provide the total amount paid to Garland and Associates during the test 

year. 

f. Provide an estimate of the additional revenues that have been generated by 

South Kentucky as a result of the economic development consulting activities of Garland and 

Associates. 



Item No. 30 
Page 2 of 2 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

Response to Question #30 

a. Garland & Associates have made numerous contacts and have provided assistance 
to many organizations since the program was initiated. There have been 70 
contacts where either loan, grants, or some form of funding has been obtained. 
South Kentucky has participated in 23 of these projects where a total of 
$9,490,469 has been in the form of grants or loans. 
A copy of the agreement is attached. 
South Kentucky will reimburse Garland & Associates for travel and costs, special 
contractual services, and expenses for a grant writer. These costs are reviewed to 
ensure they are properly documented for payment. 
The board of directors reviews the expenses and list of contacts by Garland & 
Associates on a monthly basis. The contract is reviewed on an annual basis. 
The total paid to Garland & Associates for the test year are as follows: 

b. 
c. 

d. 

e. 

Contract consulting 200,213.95 

Travel, contractual, grant writing 83,657.73 

Total 283,87 1.68 

f. The Actual Jobs created by the economic development program that South 
Kentucky implemented is 1,193. Based on information obtained fi-om the 
Kentucky Cabinet for Economic Development, the direct benefit impact of adding 
these additional jobs to the areas is $104,318,120. The additional revenues that 
have been generated for South Kentucky cannot be determined. However, it is 
estimated that the majority of the jobs created would be in South Kentucky’s 
service territory. 



CONSULTING AGREEMENT 

THIS CONSULTING AGREEMENT is made and entered into this the day of 

January, 2008, by and between SOUTH KENTUCKY RURAL ELECTRIC COOPERATIVE 

CORPORATION, of Post Office Box 9 10, Somerset, Kentucky 42502, (hereinaeer referred to as 

“Company”) and BENNIE GARLAND, of Post Office Box 2099, Russell Springs, Kentucky 

4242 (hereinafier referred to as “Consultant”); 

WHEREAS, Consultant has a great deal of knowledge and expertise in the area of 

economic development; and 

WHEREAS, Company wishes to avail itself of Consultant’s talents, advice, and abilities 

during the term of this Agreement, and Consultant is willing to offer that advise and those talents 

and abilities on the terms and conditions set forth herein; 

NOW, THEREFORE, for and in consideration of the premises contained herein, and 

intending to be legally bound, the parties agree as follows: 

1. Engagement and Duties: During the term of this Agreement, Company engages 

Consultant, and Consultant agrees to serve Company, as an independent contractor in the role of 

an independent consultant. Consultant will be available to work at reasonable times, and for 

reasonable periods of time, to perform consultation. Consultant will travel on the business of 

Company whenever requested to do so. Consultant must endeavor to improve the business of 

Company during the term of this Agreement. 

2. Term: The term of this Agreement shall be from January 15,2008, to January 15, 

2013. 

3. 0blip;ations - and/or Responsibilities of Consultant: It is expected that consultant will 

1 



devote time in all of Company’s service area. It is understood that Consultant may be required to 

spend more time in a particular portion of the service area than others fiom time to time, 

dependent upon many factors, including the particular area’s economy, ongoing projects, etc. It 

is understood and agreed, however, that Consultant will attempt to balance his time among all of 

the Company’s service area. 

It is understood and agreed that consultant will regularly visit local agencies and 

officials of the company’s service area, particularly such officials as are affiliated with 

community and economic development. Consultant is to work in harmony with those agencies 

and officials efforts and will keep them informed, relating to the work which Consultant is 

performing in those agencies and officials geographic area. 

Consultant will provide a monthly update on progress of Consultant’s work, which 

update may be suitable for inclusion in South Kentucky Rural Electric Cooperative 

Corporation’s Board of Directors Board Book. Consultant shall, on a quarterly basis, give an 

oral report to Company’s Board of Directors at their regular monthly Board meeting. 

Consultant will be available at all reasonable times to assist Company’s employees 

and/or designees on any commercial and/or industrial visits. 

Consultant agrees that he will at least maintain office hours fiom 8:OO AM to 4:00 

PM, CST Monday through Friday. Consultant’s office will be located in Russell County, 

Kentucky. 

During the term of this Agreement, Consultant expects to engage in projects such as 

the following: 

1. Make applications as needed and that are available for Community Economic 

Development and Public Safety purposes. 

2 



2. 

3. 

4. 

5. 

6. 

Work to generate USDA Loan Funds and Grants &om all available sources to 

be leveraged for job creation. 

Create industrial park master plans in remaining areas that Company serves 

that do not have such plans. 

Conduct or assist in organizing and conducting regional and local Community 

Meetings with emphasis on Community and Economic Development. 

Assist in recruiting new industries. 

Work with new and existing businesses and industries in identifjmg and 

securing fimding sources that would be conducive to job creation and 

retention in the service area. 

Consultant agrees to undertake and attempt to accomplish such other activities and/or 

programs as may be requested and/or required by the Company. 

4. Performance Measurement of Consultant: The parties agree that measurement of 

progress of Consultant’s endeavors is an essential and necessary component of this Agreement. 

Consultant agrees to provide at least an annual summary report of Consultant’s work and 

accomplishments for the year. Consultant agrees that he should show evidence of 

accomplishment of a return to Company of at least 20 to 1. Consultant agrees that this is 

interpreted that for every dollar expended by the Company relating to the Consulting there 

should be a showing of $20.00 in value return. Said value may be exhibited in jobs, grants, 

outside loan fbnds, or such other value or measurable benefits as will be specifically identified 

by Consultant. 
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5. Compensation: For all services Consultant will render under this Agreement, 

Consultant is to be paid for the first year of this agreement the amount of EIGHT THOUSAND 

SIXTY FOUR DOLLARS AND 43/100 ($8,064.43) bi-monthly on the 1 st and 1 5 ~  days of each 

month during the term of this agreement. Unless sooner terminated, Consultant shall receive a 

two (2%) increase per year for the remaining years of the contract term at the anniversary date of 

this agreement. The payments above-referenced will cover all of Consultant’s expenses 

including, but not limited to, an assistant, benefits, office equipment, office rent, phone, liability 

insurance, etc. Consultant’s relationship will be that of an independent contractor, and Company 

will not withhold taxes or Social Security Payments fiom any sum paid under this Agreement. 

6. Reimbursement of Expenses: In addition to the compensation provided for 

hereinabove, Consultant will be reimbursed up to SIXTEEN THOUSAND AND 00/1OO 

($16,000.00) DOLLARS for travel expenses and SEVENTEEN THOUSAND FIVE HUNDRED 

AND 00/100 ($17,500.00) DOLLARS for special contractual services, the reimbursement for 

which must be documented and delivered to Company’s CEO for approval prior to payment. 

7. Expenses of Grant Writer: Consultant shall be provided an amount, not to exceed 

$34.200.00, for purposes of contracting with individuals qualified to assist in the writing of 

CJrant and Loan Applications with appropriate funding agencies. 

The Consultant agrees to indemnifl and hold Company fully harmless fiom and 

against any and all claims arising out of consultant’s activities with and/or work for Company. 

8. Indemnification/Insurance: The Consultant shall, during the term hereoc keep in full 

force and effect, a policy or policies of liability insurance, the limits of which shall not be less 

than ONE MILLION AND 00/100 ($1,000,000.00) DOLLARS. The Consultant shall include 

Company as a named insured thereon. 
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9. Confidentiality: All data or information concerning the business activities of 

Company which Consultant acquires, or had acquired, in connection with, or as a result of the 

performance of his services with Company, whether under this Agreement or prior to the 

effective date of this Agreement, shall be kept secret and confidential by Consultant and shall be 

revealed only to Company, unless Company otherwise consents or unless otherwise required by 

law. This covenant of confidentiality shall extend beyond the term of this Agreement and shall 

survive the termination of this Agreement for any reason. 

10. Termination: Upon the death and/or disability of Consultant prior to the expiration 

of the term of this Agreement or in the event that any government agency or body, either federal 

or state, including the Rural Utility Service and the Public Service Commission, directs the 

Company to cease employment of the Consultant or to cease the Company’s economic 

development program as embodied in this Agreement, this Agreement shall immediately 

terminate and any payments due thereafier to Consultant shall cease. 

1 1. Other: This Agreement may be unilaterally terminated by Company’s CEO (Head 

Coach) or Consultant for just cause, either party shall give a sixty (60) day written Certified 

notice. 

12. Severability and Limited Enforceability: It is understood and agreed that should any 

portion of any clause or paragraph of this Agreement be deemed too broad to permit enforcement 

to its full extent, then such restriction shall be enforced to the maximum extent permitted by law, 

and Consultant hereby consents and agrees that such scope may be modified accordingly in any 

proceeding brought to enforce such restriction. Further, it is agreed that should any provision in 

this Agreement be entirely unenforceable, the remaining provisions of the Agreement shall not 

be affected thereby. 

5 



13. Governing Law: This Agreement shall be governed by and construed under and in 

accordance with the laws of the Commonwealth of Kentucky. 

14. Assignment: This Agreement and the rights, duties and obligations hereunder, shall 

not be assignable by Consultant without the prior written consent of Company. 

15. Entire Agreement: This Agreement contains all the terms, conditions, and promises 

of the parties hereto. No modification or waiver of this Agreement, or any provision thereof; 

shall be valid or binding, unless in writing and executed by both parties hereto. No waiver by 

either party or any breach of any term or provision of this Agreement shall be construed as a 

waiver of any succeeding breach of the same or any other term or provision. 

IN WITNESS WHEREOF the parties have executed this Agreement as of the day and 

year first above written. 

COMPANY: 

SOUTH KENTUCKY RURAL ELECTRIC 
COOPERATIVE CORPORATION 

BY: 
ALLEN ANDERSON, CEO 

CONSULTANT: 

BENNIE GARLAND 
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STATE OF 

COUNTY OF 

I, , the undersigned Notary Public in and for the 

state and county aforesaid, hereby certify that the foregoing instrument was on this day 

of January , 2008 produced to me in said state and county and was then and there 

acknowledged and sworn to before me by South Kentucky Rural Electric Cooperative 

Corporation, by and through Allen Anderson, CEO, to be the voluntary act and deed of said 

corporation. 

My Commission Expires: 

NOTM~PUBLIC/STATE AT LARGE 

STATE OF 

COUNTY OF 

1, , the undersigned Notary Public in and for the 

state and county aforesaid, hereby certify that the foregoing instrument was on this day 

of January , 2008 produced to me in said state and county and was then and there 

acknowledged and sworn to before me by Bennie Garland, party thereto, to be his own voluntary 

act and deed. 

My Commission Expires: 

NOTMY PUBLIC/STATE AT LARGE 
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ItemNo. 31 
Page I of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

3 1. Refer to the response to Item 39 of Staffs Second Request. The response has a line item 

entitled “Coop labor and benefits.” Explain whether the allowance of this expense would 

constitute double recovery of the coop labor and benefits cost. 

Response to Question#3 1 

South Kentucky does not intend to include employee labor and benefits in the 

adjustment for rate case expenses. The request for costs recorded in rate case 

expenses, for which labor by coop employees is recorded in this account. 



Item No.32 
Page 1 of 2 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staff’s Third Information Request 

Refer to the response to Item 40.b of Staffs Second Request and the revised Exhibit 16 of, 

the year customer growth adjustment. 

a. Question: 

Refer to Item 40.b. The response states that the revised customer 

adjustment is based on a 12 month average. Confirm that the revised Exhibit 16 is based 

on a 13 month average. 

a. Response: 

It is confirmed that this adjustment is based on a 13 month average. 

b. Question: 

In revised Exhibit 16, the kWh amount shown for Small Commercial class 

is 72,762,63 1. Explain why this differs form revised Exhibit J which shows the kWh for 

this class to be 75,104,607. 

b. Response: 

Attached is 2nd revised Exhibit 16 that provides the proper kwh amount 

for the Small Commercial class. 

c. Refer to the LP3-Large Power column of revised Exhhit 16. 

(1) Question: 

Confirm that the “1” shown for September 2009 is correct. 



Item No.32 
Page2of 2 

Witness: Jim Adkins 

(1) Response: 

The number should be “9” for September 2009. 

(2) Questions: 

Explain why a customer growth adjustment was not calculated for 

this rate class given that a change of 1 is shown for this class. 

(3) Response: 

A customer growth adjustment was not calculated because there 

was not increase or decrease in the number of customers for this class. See the 2”d 

revised Exhibit 16. 
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Item No. 33 
Page I of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

33. Refer to the response to Item 42 of Staffs Second Request. Provide a breakdown 

of capital credits paid by year for the years prior to 2005 in the format shown in Exhibit 19 of the 

Application. 

Response to Question #33 

Year General Estates ____ Total 

2010 
2009 
2008 
2007 
2006 
2005 
2004 
2003 
2002 
200 1 
2000 
1999 
1998 
1997 
1996 
1995 
1994 

0 
0 
0 
0 
0 

733,402 
672,160 

1,402,820 
1,6 17,224 
1,406,852 
1,427,592 

942,153 
884,587 
380,488 
714,883 
399,144 
983,995 

112,351 
147,179 
112,500 
114,976 
133,279 
241,073 
142,328 
139,292 
680,528 

0 
0 
0 
0 
0 
0 
0 

112,35 1 
147,179 
112,500 
114,976 
133,279 
974,475 
814,488 

1,542,112 
2,297,752 
1,406,852 
1,427,592 

942,153 
884,587 
380,488 
714,883 
399,144 
983,995 

1993 
1992 
1991 
1990 
1989 
1988 
1987 
1986 
1985 
1984 
1983 
1982 
1981 
1980 
1979 
1978 
prior 

General Estates Total 

61 8,753 
257,627 

82,691 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

213,105 

0 
0 

3 16,567 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

585,548 

6 18,753 
257,627 
399,258 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

798,653 



Item No. 34 
Page 1 of28: 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

34. Refer to the response to Item 43.b.(l) of Staffs Second request and the 

Application, Exhibit 20, Section 8, page 2, Account 364. At Item 43.b.(l), South Kentucky 

states that “[rletirements are recorded using the average plant balance for each record unit that is 

removed from service.” In Exhibit 20, South Kentucky reported retirements of poles, towers, 

and fixtures during 2009 in the amount of $619,3 17. Provide the work papers showing full detail 

of the calculation of this retirement amount using the average plant balance method. 

Response to Question #34 

Attached is the Account Analysis for Account 364. for the year of 2009. The total retirements for 
the year calculate to $619,3 17.24, as shown on page 3. Also reflected on page 3 are the additions 
and retirements for the month of December being $155,038.5 1 and $41,417.3, respectively. The 
summary of completed work orders is shown on page 4 which reflect the same amounts for 
Account 364. The Continuing Property Records for Account 364 are included as pages 5 thru 8. 

It should be noted that each month there are approximately 300 work orders completed that 
include additions and retirements for items reflected in Account 364. Each of these work orders 
includes an individual staking sheet drawing [which can be up to several pages], a material 
picking list of all material to be used on the work order [which is usually 2-3 pages], and a job 
analysis [which is usually 5 pages in length]. A normal month would include approximately 
2,500 pages of information to support the plant additions and retirements through the work order 
system. 



ItemNo. 34 

Witness: Jim Adkins 
Page 2 o 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

The computer software utilized by South Kentucky follows the Uniform System of Accounts and 
the Suggested Work Order Procedures established by RUS. The s o h a r e  vendor provides 
programming for numerous electric cooperatives in the southeastern portion of the United States. 
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Item No. 35 
Page 1 of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

35. Refer to the response to Item 44.a. of Staffs Second Request and the Application, 

Exhibit 20, Section 4, page 3. Provide all work papers detailing the selection of the retirement 

dispersion for poles, towers, and fixtures “that matched the closeness between actual annual 

amounts and those that had been simulated. . . .” 

Response to Question #35 

Attached is the worksheet that summarizes the findings to select the curve and 
historical life. The best fit for the curve and life are the differences that are 
closest to zero differences. 





Item No. 36 
Page 1 of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

36. Refer to the response to Item 45 of Staffs Second Request and the Application, 

Exhibit 20, Section 4, page 3. Provide all work papers detailing the comparison of the actual 

plant retirements with the guideline curves for poles, towers, and fixtures. 

Response to Question#36 

See the response to Question#35 of this request. 



Item No. 37 
Page1 of 2 

Witness: Jim Adltins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

37. Refer to the response to Item 46.a. of Staffs Second Request and the 

Application, Exhibit 20, Section 4, page 3. 

a. In Item 46.a., South Kentucky states that a “computer model calculates an 

average service life and historical life curve.” Provide a detailed description of the computer 

model used by South Kentucky that includes the name of its vendor and year it was created. 

b. Provide all information that was input into the computer model to develop 

the average service life and historical life curve for poles, towers, and fixtures. 

Response to Question #37 

a. The computer model was developed in conjunction with and assistance from Mr. 
Leroy Murphy, from Chicago, Illinois, in 1990. Mr. Murphy was a depreciation 
specialist who assisted in the development of the program used to calculate the 
Iowa Curve and Historical lives of assets. Electric cooperatives in Kentucky who 
have had depreciation studies prepared and submitted to this Commission include 
the following: 



Item No. 37 
Page 2 of 2 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

Cooperative Case No. 

Fleming-Mason Energy 200 1-00244 
Big Sandy RECC 2008-0040 1 
Licking Valley RECC 2009-000 16 

Clark Energy 2009-003 14 
Grayson RECC 2008-00254 
Cumberland Valley Electric 20O5-00 187 

It should be noted that the Attorney General’s depreciation intervener, Mike 
Majoros, confirmed that the lives used in the Fleming-Mason Energy rate 
application were appropriate using this model. 

b. Information used to input is included in Section 8: Data used for Input Into Study. 



Item No. 38 
Pagel of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

38. Refer to the response to Item 47.a. of Staffs Second Request. South Kentucky 

states: 

The allocation of net salvage is based upon assumptions. Net 
salvage percentages were based on the same percentages as other 
RECC’s, then adjusted to arrive at net salvage percentages that 
would most closely relate to the actual net salvage as recorded by 
South Kentucky in its accumulated depreciation for distribution 
plant. 

Provide all work papers supporting South Kentucky’s calculation and allocation of the net 

salvage. 

Response to Question #38 

Keep in mind that the only purpose of the Net Salvage Ratio is to allocate 
the “Five year average actual net salvage” as recorded in the books and 
records of South Kentucky. This analysis is performed to allocate the five 
year average of $1,093,50 1. This is shown in Section 10 of the depreciation 
study. Whether the Net Salvage Ratio is 2 times more, or only half as 
much, the net salvage to be recovered will be the “Five year average 
actual net salvage” amount. 



Item No. 39 
Pagel of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 201 1-00096 

Commission Staffs Third Information Request 

39. Refer to the response to Item 50 of Staffs Second Request. Provide work papers 

showing how the assumptions listed in this response were incorporated into the depreciation 

study. 

Response to Question #39 

Discussions with South Kentucky personnel indicated there were no 
significant conductor programs in effect, or anticipated, normal right-of- 
way programs were in effect, and no unusual or unique situations that 
have occurred that would affect the lives of any of the plant accounts, 
other than for meters. Therefore, no adjustments were required to be 
incorporated into the depreciation study. 



Item No. 40 
Pagel of 1 

Witness: Jim Adkins 

South Kentucky Rural Electric Cooperative 

Case No. 20 1 1-00096 

Commission Staffs Third Information Request 

40. Refer to the response to Item 54 of Staffs Second Request. Items a. through d. of 

the original request did not have a response. Provide the requested responses. 

Response to Question #40 

South Kentucky apologizes for this omission. The response was made but copies were not 
included with the reply. 

Response to Question 54. 

a. 

b. 

Had South Kentucky had a prior study, it is probable that the lives of assets would 
be very similar to the rates as proposed in the current study. 
A review of the historical service lives of South Kentucky’s plant suggest they are 
similar to the lives of other Kentucky electric cooperatives. This would suggest 
that the lives of plant items in Kentucky are very similar. It appears the lives as 
suggested by RUS do not follow the lives of Kentucky electric cooperatives plant 
lives. 
Units of property that have been replaced are retired through the plant account 
and the accumulated depreciation account. Where conductor is broken and 
repaired with a connector, trees removed from lines, transformers reset, and other 
activity not including a record unit, theses costs are expensed to maintenance 
accounts. 
The past ice storms would have little impact on the lives of assets since the study 
analyzes data over many years. The study looks at trends more than individual 
years. There has not been significant enough activity in the years of ice storms to 
make a difference in the lives of South Kentucky’s plant accounts. 

c. 

d. 


